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EXTENT  OF  REFUNDS  AND  EXEMPTIONS 

The  largest  elngle  daj'-to-day  prol)lem  of  gasoline  tax 
administration  is  the  prohlem  of  gasoline  tax  refunds  and 
exemptions.  It  is  paradoxical  that  in  the  collection  of  a 
^  tax,  the  major  administrative  prohlem  should  "be  the  return 
of  part  of  the  proceeds  to  the  taxpayer,  hut  so  it  is  with 
the  gasoline  t€LX.  One  gasoline  tax  administrator  has  ex- 
pressed the  prohlem  in  the  following  words  :1 

j^  The  question  of  refunds  is  a  nightinare  to  all  t€uc  administrators. 
No  matter  how  thoroughly  you  check  or  how  many  restrictions  you 
place  upon  the  applicant's  claim,you  know  the  state  is  being  gypped. 

About  l/lO  of  the  total  gallonage  of  gasoline  sold  in 
the  h&   states  and  the  District  of  Columbia  is  suhject  to 
^  refund  or  exemption  as  Tahle  1  shows  r^ 


Of  the 

leaving 
of  which 
1^   leaving 
of  which 
leaving 


21,^06,636,000 
6lif,290,000 

20,792,3^6,000 
1,182,618,000 

19,609,728,000 
105,107,000 

19,504,621,000 


gallons  of  gasoline  sold  in  1938, 
gallons  were  exempted  from  the  tax, 

gallons  assessed  for  taxation, 
gallons  were  eligible  for  refunds, 
gallons  as  the  net  amount  taxed, 
gallons  were  taxed  at  special  rates, 
gallons  taxed  at  the  standard  rate. 


State  by  state,  the  refund  and  exemption  problem  taikes 
on  various  shades  of  importance. 5  The  number  of  gallons  on 
which  tax  payment  was  either  refunded  or  exempted  ranged  as 
high  as  191,697,000  in  California  and  191,^^*7,000  in  Texas. ^ 
Twenty -two  states  each  refunded  or  exempted  taxes  on  25,000, 
000  gallons  or  more.  At  least  lOjfc  of  all  gallonage  sold  in 
19  states  was  subject  to  refund  or  exemption,  and  the  pro- 
portion ranged  as  high  as  30/>  in  North  DeUcota,  275^  in  Kan- 
sas, 255i  in  South  Dakota,  and  2kik  in  Montana.  For  the 
country  as  a  whole  the  average  was  95^,  since  1,902,015,000 
gallons  out  of  a  total  gallonage  sol^  of  21,406,636,000  es- 
caped the  standard  gasoline  teuc  through  refunds  or  exemp- 
tions of  one  kind  or  another. 

Actual  refunds,  not  counting  exemptions  granted  in  the 
first  instemce,  €tffected  656  of  gallonage  sold,  or  a  total 
of  1,182,618,000  gallons.  These  refunds  are  increasing  in 
total  amount,  though  not  as  fast  as  total  gasoline  tax  re- 

All  footnotes  appecu*  on  pages  23  amd  2k, 
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celpts.  Gross  receipts  rose  k8.2ff),  from  $51^8,888,000  in 
1932  to  $818,576,000  in  1938,  as  compared  with  an  increase 
in  refunds  of  30. ^jt,  from  $35,841,000  in  1932  to  $46,723, 
000  in  1938. 

The  niimber  of  taxpayers*  claims  handled  also  shows  how 
extensive  is  the  refund  and  exemption  prohlem.  During  1938 
there  was  an  average  of  90,000  refund  claims  paid  per  state. 
In  Kansas  a  total  of  approximately  900,000  exemption  claims 
were  allowed. 5 

So  prominent  a  part  did  this  prohlem  play  in  gasoline 
tax  administration  that  the  numher  of  employes  and  the  pro- 
portion of  gasoline  tax  division  "budgets  assigned  to  this 
work  was  a  considerable  part  of  the  total. ^  The  number  of 
state  employes  administering  refunds  goes  as  high  as  30 
full-time  employes  in  Ohio  euid  27  full-time  plus  27  part- 
time  employes  in  Michigeui.  Annual  costs  of  administering 
refunds  for  those  states  reporting  costs  of  administration 
ranged  from  $1,200  in  Nehraslca  to  $75,000  in  Texas,  while 
costs  of  administering  the  entire  gasoline  tax  division 
ranged  from  $3,000  in  New  Hampshire  and  Vermont  to  $440,000 
in  Texas, 

The  figure  for  cost  of  administering  refunds  in  some 
states  is  larger  than  that  shown  for  the  cost  of  the  gas- 
oline tax  division  because  the  administration  of  refunds  is 
not  always  entirely  in  the  gasoline  tax  division.  For  exam- 
ple, refund  administration  usually  involves  the  use  of  legal 
services,  which  may  "be  supplied  hy  a  separate  agency. 


GASOLINE  USES  ELIGIBLE  FOR  REFUND  OR  EXEMPTION 

The  gasoline  tax  statutes  of  the  following  31  states 
and  the  District  of  Columhia  provide  exemptions  or  refunds 
for  non -highway  uses  of  gasoline: 


Arizona 

California 

Colorado 

Connecticut 

Delawfiure 

Dist.  of  Columibia 

Idaho 

Illinois 

Indiana 

Iowa 

Kiansas 


Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nevada 

New  Hampshire 

New  Mexico 
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North  Carolina 

North  DaJcota 

Ohio 

Oregon 

Ehode  Island 

South  Dakota 

Texas 

Virginia 

Washington 

Wisconsin 


' 


The  statutes  of  the  following  I5  states  provide  re- 
funds or  exemptions  only  for  gasoline  used  in  specified  in- 
stances : 


Arkansas 

Florida 

Georgia 

Louisiana 

Nebraska 


New  Jersey 
New  York 
Oklahoma 
Pennsylvania 
South  Carolina 


Tennessee 

Utah 

Vermont 

West  Virginia 

Wyoming 


The  federal  government  exempts  sales  by  gasoline  pro- 
ducers to  other  gasoline  producers,  sales  for  resale  to 
states  or  their  political  subdivisions,  sales  for  export  or 
for  use  as  ships*  stores,  sales  to  commercial  fishermen, 
and  sales  of  gasoline  or  benzene  or  simileur  products  for 
4  uses  other  than  in  motor  vehicles, mo tor  boats, or  airplanes. 


The  uses  of  gasoline  which  account  for 
state  refunds  and  exemptions  are: 


most  of  the 


agriculture 

industries  and  manufacturing 

contracting  suid  construction 

governmental 

aviation 


railroads  and  boats 

power  generating  machines 

exports 

cleaning  and  dyeing 


Of  these  various  uses,  gasoline  used  for  agricultural 
purposes  accounts  for  a  large  part  of  the  total  amount  of 
refunds.  Statistics  for  nine  states  indicate  that  in  at 
least  one  state  almost  all  refunds  went  for  agricultural 
uses,  while  the  proportion  in  at  least  five  additional 
states  ranged  from  kkii  to  8856.?  The  figures  for  these  six 
states  were  as  follows :  North  Dakota,  9956;  Minnesota,  8856; 
Iowa,  80^;  Texas,  685^;  Delaware,  5^^;  and  Michigan,  hk'f). 

In  other  states,  various  activities  assume  a  position 
in  the  problem  of  refunding  gasoline  tax  payments  similar 
to  that  occupied  by  agriculture  in  those  states  mentioned 
above.  In  Michigan,  235^  of  total  refunds  went  for  gasoline 
used  in  manufacturing;  in  Nevada,  k^^  of  all  refunds  were 
for  gasoline  used  in  mining  and  commercial  activities;  in 
hS^  of  gasoline  refunds  were  accounted  for  by  gasoline  used 
in  auto  busses,  the  owners  of  which  had  already  paid  a  55^ 
gross  receipts  tax;  in  Washington,  gasoline  used  in  sawmill 
and  logging  operations  accounted  for  195^  of  total  refunds, 
and  gasoline  used  on  farms  and  orchards  accounted  for  an 
additional  k^'ji  of  the  total. 
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REFUNDS  OR  EXEMPTIONS  FOR  LOCAL  GOVERNMENTS 

Local  authorities,  among  the  largest  consumers  of  gas- 
oline in  the  United  States,  are  exenrpted  from  paying  gas- 
oline taxes  in  the  case  of  the  federal  tax,  while  gasoline 
tax  pa^Tments  "by  local  authorities  are  refunded  or  gasoline 
purchases  are  completely  exempted  from  the  state  gasoline 
tax  in  36  states.  The  12  states  in  which  localities  are 
not  exempted  nor  refunds  granted  are: 


Alahama 
Florida 
Georgia 
Kentuclsy 


Louisiana 
Nehraslca 
Pennsylvania 
South  Carolina 


Tennessee 
Utah 
Vermont 
Wyoming 


Of  the  36  states  granting  refunds  or  exemptions  of  munici- 
pal gasoline  purchases,  eight  refund  or  exempt  tax  payment 
of  local  governments  on  all  their  gasoline  purchases.  These 
states  are: 


Colorado 
Delaware 
Michigan 


Montana 
New  Jersey 
New  York 


Oregon 
Virginia 


In  the  remaining  28  states,  the  law  does  not  make  lo- 
cal governmental  units  special  ohjects  for  refund  or  exemp- 
tion, hut  these  governmental  units  are  granted  refunds  or 
are  exempted  only  when  thoy  form  part  of  a  general  category, 
for  example,  when  the  gasoline  is  purchased  for  non -highway 
purposes  such  as  heating,  lighting,  cleaning,  and  operation 
of  stationaiy  gas  engines.  These  states  are: 


Arizona 

Arkansas 

California 

Connecticut 

Idaho 

Illinois 

Indiana 

Iowa 

Kflnflas 


Maine 

Maryland 

Massachusetts 

Minnesota 

Mississippi 

Missouri 

Nevada 

New  Hampshire 

New  Mexico 

North  CcLTolina 
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North  Dakota 
Ohio 

Oklahoma 
Rhode  Island 
South  Dakota 
Texas 

Washington 
West  Virginia 
Wisconsin 


ADMINISTRATIVE  PROCEDURES 

The  process  of  granting  refunds  centers  around  the 
completion  of  certain  reports  hy  the  user  of  the  gasoline. 
The  gasoline  user  is  generally  required  to  keep  a  record  of 
the  amount  and  purpose  for  which  non-taxahle  gasoline  is 
used,  and  a  description  of  the  equipment  in  which  the  gas- 
oline is  used.  This  information  is  entered  on  the  claim 
for  refund,  which  is  sent  to  the  gasoline  tax  administra- 
tor's office.  If  the  claim  is  determined  to  he  accurate,  a 
refund  is  granted, and  the  tax  paid  is  returned  to  the  user. 
The  samye  general  procedure  is  followed  in  the  case  of  ex- 
enrptions, except  that  in  the  latter  case  the  amount  involved 
is  not  paid  to  the  state  at  all  hut  is  deducted  at  the  time 
the  gasoline  is  purchased. 

Municipalities  are  either  exempted  from,  payment  of  the 
federal  gasoline  tax  or  can  ohtain  refunds  under  certain 
circumstances.  Since  the  tax  is  collected  in  the  first  in- 
stance hy  the  federal  government  from  the  manufacturer,  if 
the  city  makes  its  purchase  of  gasoline  directly  from  the 
manufacturer  an  exemption  certificate  is  completed  at  the 
time  of  the  sale  without  any  difficulty,  and  the  sale  is 
made  tax  free.  But,  if  the  city  purchases  the  gasoline 
from  a  merchant  or  Johher,  the  city  must  go  through  a  long- 
er routine  to  get  a  refund  of  the  tax  payments.  Since  the 
manufacturer  does  not  know  that  the  final  sale  of  the  gas- 
oline will  he  to  a  city,  the  tax  is  included  in  the  price. 
The  hurden  falls  on  the  city  to  suhmit  exemption  certifi- 
cates to  the  merchant.  These  are  sent  to  the  manufacturer 
and  then  to  the  federal  government,  cuid,  if  the  exemption 
certificate  is  satisfactorily  completed, the  refund  is  pass- 
ed hack  to  the  municipality. 

Around  this  skeleton  procedure  involving  the  filing  of 
irefund  claims  and  their  verification  or  auditing  for  accur- 
acy, there  have  grown  up  various  administrative  practices 
emd  forms  to  aid  in  the  administration  of  refunds. 

Mississippi  honds  certain  dealers  who  are  then  issued 
a  special  permit  and  authorized  to  sell  "refund  gasoline." 
These  honded  dealers  can  sell  only  to  consumers  who  have 
registered  with  the  state  as  hona  fide  users  of  refund  gaso- 
line. A  certificate,  carrying  the  signature  of  hoth  the 
seller  and  huyer,  is  issued  in  duplicate  hy  such  dealers  at 
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the  time  of  each  sale,  certifying  that  the  gasoline  was 
sold  for  refund  purposes.  The  gasoline,  furthermore.  Is 
colored  a  distinctive  color  hy  the  dealer  at  time  of  de- 
llveiy,and  all  refund  gasoline  Is  placed  In  a  special  stor- 
£ige  container  of  the  consumer  distinctly  laheled  "Refund 
Gasoline."  Specimen  signatures  of  every  dealer,  truck  driv- 
er, and  other  employes  authorized  to  act  as  agents  for  sell- 
ers and  of  every  user  and  his  employes  are  filed  with  the 
state  gasoline  tax  office.  These  signatures  on  the  certi- 
ficates cuid  other  documents  pertaining  to  refund  gasoline 
are  compared  with  the  authorized  signatures,  Just  as  a  "bank 
verifies  signatures  on  checks.  These  Intricate  devices  that 
have  "been  developed  "by  Mississippi  Indicate  somewhat  the 
complexity  of  the  problem  facing  tj^e  tax  official  required 
to  administer  gasoline  tax  refunds.' 


FEDERAL  RESERVATIONS 

AQother  major  difficulty  In  the  administration  of  re- 
funds and  exemptions  Is  that  connected  with  sales  of  gaso- 
line on  federal  reservations.  Since  the  enactment  of  the 
Hayden-Cartwrlght  Act  In  1936  (Puh.  No.  686),  motor  fuels 
sold  on  military  or  other  reservations  for  other  than  fed- 
eral purposes  are  suhject  to  state  gasoline  taxes.  This 
means  that  some  accounting  must  he  made  to  the  state  of  all 
sales  on  reservations,  "both  taxable  and  tax-exempt.  The 
officer  In  charge  of  such  reservation  Is  required  to  sub- 
mit a  statement  each  month  to  the  state  tax  authorities, 
showing  the  amounts  of  motor  fuel  sold  for  other  than  the 
exclusive  use  of  the  United  States  during  the  preceding 
month.  Gasoline  used  for  governmental  purposes  Is  exempt 
from  state  gasoline  taxes,  "but,  according  to  the  act,  a  tax 
must  he  paid  on  that  portion  sold  to  Individuals  for  their 
own  use,  even  though  the  federal  government  Is  the  seller. 

The  Intent  of  the  act  Is  clear  hut  the  provisions  for 
carrying  It  out  are  Inadequate,  since  there  Is  no  provision 
for  state  administrative  supervision  and  no  guarantee  of 
adequate  federal  supervision.  A  state  Is  obliged  to  accept 
that  which  Is  paid  £ind  administrative  auditing  stops  with 
the  rendering  of  the  report,  which  may  or  may  not  be  audit- 
ed by  the  federal  superior  of  the  person  reporting. 

The  lack  of  power  to  check  the  amount  of  non-exenqpt 
gasoline  sold  and  the  returns  thereon  Is  by  no  means  the 
most  serious  defect  In  the  operation  of  the  Hayden-Cartwrlght 
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Act.  The  War  Department  has  ruled  that  the  act  does  not 
cover  those  state  gasoline  tax  statutes  which  Impose  the 
tax  on  the  distributor  —  that  Is, those  statutes  that  tech- 
nically are  not  sales  tax  statutes.  This  has  been  the  case 
In  two  states  at  least,  Illinois  and  Missouri,  and  as  a  re- 
sult the  tax  on  such  fuel  sold  for  other  than  the  exclusive 
use  of  the  United  States  Is  not  paid. 

Some  estimate  of  the  amoimt  of  teix  thus  lost  Is  avail- 
able In  the  case  of  Illinois.  On  the  basis  of  reports  from 
officers  of  three  reservations  for  a  few  months  before  the 
War  Department  ruling.  It  Is  estimated  that  the  state  loses 
$22,000  yearly  on  these  three  reservations  alone,  of  the  10 
major  federal  reservations  In  the  state.  No  estimates  have 
as  yet  been  made  of  the  total  revenues  lost  through  taxable 
sales  on  federal  reservations. 

Where  the  Hayden-Cartwrlght  Act  Is  In  operation  the 
available  figures  show  that  21  states  and  the  District  of 
Columbia  collected  a  total  of  $1,16^4-, 53^  during  the  calen- 
dar year  1937  from  I38  military  or  other  reservations  lo- 
cated within  their  borders.  The  average  amount  collected 
for  each  state  thus  was  $52, 933 >  while  the  average  for  each 
reservation  was  $8,if39.  Obviously,  the  significance  of 
reservations  in  the  revenue  pictures  of  the  various  states 
vaj^ies  widely.  Thus,  while  Wyoming  received  $425,000  from 
taxation  of  gasoline  sales  on  federal  reservations  in  1937 > 
some  states,  such  as  Idaho,  Minnesota,  and  New  Hanrpshire, 
report  no  receipts  from  this  source.  Arizona  reports  that 
it  '*^ls  a  mass  of  federal  islands,  each  occupied  by  either 
Indian  reservations,  military  reservations,  national  parks, 
or  veteran's  hospital  facilities."  The  Importance  of  fed- 
eral reservations  in  the  refund  and  exemption  problem  is 
made  evident  by  a  recent  federal  report  which  states  that 
215^  of  the  land  of  continental  United  States  is  owned  by 
the  federal  government,  while  •in  Nevada  and  Arizona  Q3% 
and  63^  of  the  respective  states'  total  land  is  owned  by 
the  federal  government. 9 

Under  ordinary  practice,  sales  of  motor  fuel  to  the 
United  States  government  are  made  tax-free  provided  the  fed- 
eral agency  concerned  submits  the  Federal  Exemption  Certifi- 
cate, Form  1094,  at  the  time  of  sale.  At  times,  however, 
retail  dealers  refuse  to  accept  the  Federal  Exemption  Cer- 
tificates in  lieu  of  the  tax  from  persons  operating  federal 
cars,  thus  necessitating  the  payment  of  the  state  tax  by 
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such  operators.  In  such  cases  the  operators  secure  a  re- 
ceipt for  such  tax  payments  and  will  ordinarily  receive  re- 
funds accordingly  vhen  the  receipts  are  suhmitted  to  the 
gasoline  tax  administrator  of  the  state. 

In  Utah,   sales  of  gasoline  to  federal  agencies  are 

exempted  from  payment  of  the  tax  when  U.  S.  Form.  109^  is 

suhmitted,   or,  in  lieu  of  the  form.,  the  state  accepts  a 

copy  of  the  invoice  rendered  to  the  governmental  department 

when  this  copy  is  suhmitted  along  with  the  gasoline  tax  re- 
turn. 10 

In  New  Jersey,  federal  employes  operating  cars  secure 
a  hill  showing  the  amount  of  tax  paid.  Under  an  arrangement 
with  the  Oomptroller  General  of  the  United  States,  all  such 
hillings  are  sent  directly  to  his  office  at  Washington.  Upon 
receipt  of  such  hillings,  the  Comptroller  General's  office 
classifies  them  according  to  the  federal  departments  in- 
volved and  every  six  months  claime  for  tax  refunds  are  for- 
warded to  the  State  Division  of  Motor  Fuels  on  its  Invoice 
Form  100,  with  the  hillings  in  support  of  the  form.  The 
state  refunds  all  such  taxes  under  the  provision  of  the 
Motor  Fuel  Tax  law  pertaining  to  taxes  paid  in  error.  The 
refund  check  is  made  out  in  the  name  of  the  Comptroller 
General  and  then  his  office  returns  the  tax  to  the  various 
federal  departments. 

The  general  prohlem  of  taxing  all  sales  made  on  fed- 
eral reservations  has  hecome  so  pronounced  from  the  admin- 
istration standpoint  that  on  July  27,  1939>  the  House  of 
Representatives  unanimously  passed  the  Buck  Resolution  (H. 
R.  6687), which  legalizes  non -die criminatory  taxation  of  all 
sales  on  federal  reservations.  The  hill  provides  as  fol- 
low: 

All  taxes  levied  "by  any  State,  Territory,  or  the  District  of  Colum- 
"bia  upon,  with  respect  to,  or  measured  \)j  sales,  purchases,  or  use 
of  tangible  personal  property, or  upon  sellers,  purchasers,  or  users 
of  such  property  measured  "by  sales,  pur  chases,  or  use  thereof  may  "be 
levied  and  collected  in  the  same  manner  and  to  the  same  extent  with 
respect  to  transactions  occurring  In  whole  or  in  part  within  United 
States  national  parks,  military  and  other  reservations  or  other 
sites  located  within  the  external  houndarles  of  such  State,  Terri- 
tory, or  the  District  of  Columibla  as  with  respect  to  transactions 
occurring  elsewhere  within  the  territorial  boundaries  of  said  State, 
Territory,  or  the  District  of  Columbia. 


Administrators  of  sales  taxes  as  well  as  gasoline  taxes 
feel  that  passage  of  the  hill  would  greatly  aid  in  elimina- 
ting much  tax  evasion  on  federal  reservations.  Because  of 
the  difficulties  experienced  in  checking  the  amount  of  tax 
due  under  the  Hayden-Cartwright  Act,  it  has  been  suggested 
that  the  bill  should  include  a  provision  permitting  state 
administrators  to  make  audits  of  sales  on  reservations.^^ 
The  hill  was  passed  over  by  the  Senate  in  the  closing  days 
of  the  1939  session.  On  January  10,  19^0,  it  was  recom- 
mitted to  the  Senate  Finance  Committee. 


FORMS  AND  RETURNS 

The  actual  adniinistration  of  refunds  and  exemptions 
requires  the  use  of  forms  that  in  some  states  have  been  per- 
fected after  a  good  deal  of  experimentation.  The  follow- 
ing descriptions  are  only  samples  of  the  many  forms  in  use. 


Wisconsin  requires 
refund  claim: 


the  following  information  on  its 


1.  Ifcune  of  claimant. 

2.  Address  of  claimant. 

3*   Nature  of  claimant's  business  -  number  of  acres  of 
farm  land  operated  and  number  of  acres  under  plow. 
^     4.  Total  number  of  gallons  of  motor  fuel  purchased  as 
shown  by  attached  original  sales  tickets  and  orig- 
inal paid  invoices. 

5.  Total  number  of  gallons  of  motor  fuel  on  which  tax 
refund  is  asked. 

6.  List  of  machines  that  used  the  motor  fuel  on  which 
^        refund  is  asked,  number  of  gallons  of  motor  fuel 

used  in  each  piece  of  machinery,  and  kind  of  work 
done  with  the  machinery  -  if  motor  fuel  was  not 
used  in  machinery,  a  description  of  the  purpose 
for  which  it  was  used  and  the  number  of  gallons 
^  used  for  each  purpose  is  called  for. 
?•  Amount  of  refund  at  k^  per  gallon. 

8,  IJumiber  of  automobiles  or  trucks  or  any  other  motor 
driven  machinery  or  appliance  which  uses  motor 
fuel. 

9.  Affidavit. 

The  Wisconsin  Tax  Commission  does  not  approve  refund 
claims  unless  the  claims  are  supported  by  original  sales 
slips  or  invoices.    Monthly  statements  are  not  treated  as 


I 


H'i 


!■• 


■■-: 


w 


-12- 


-13- 


invoices.   The  original  sales  slips  or 
tain  the  following  information: 


invoices  must  con- 


1.  Date  of  sale. 

2.  Name  and  address  of  purchaser,  which  must  "be  the 
name  of  the  claimant. 

3.  Name  and  address  of  seller. 

k.   Number  of  gallons  purchased  and  price  per  gallon. 

5.  Separate  listing  of  amount  of  tax. 

6.  Receipt  of  pa^rment  of  tax. 

This  type  of  information  is  required  hy  most  states  on 
their  refund  application  "blanks. 

The  state  of  New  Jersey  uses  three  forms  directly  con- 
cerned with  refund  of  gasoline  taxes,  two  in  the  nature  of 
preliminary  refund  applications  and  one  actual  refund  claim. 
The  first  form  put  into  operation  "by  the  Division  of  Motor 
Fuels  in  administration  of  refunds  is  a  "Preliminary  Refund 
(Questionnaire,**  which  requires  the  following  information: 

1.  Name  and  address  of  claimant. 

2.  Whether  claimant  is  a  partnership  or  corporation. 

3.  Name,  address,  and  title  of  person  who  will  sign 
refund  claim. 

k.  An  estimate  of  the  approximate  numiber  of  gallons 
of  motor  fuel  to  he  used  each  month  of  the  year 
for  non-taxahle  purposes. 

5.  A  statement  of  the  operation  jn  which  claimant  will 
use  motor  fuel  which  will  he  suhject  to  refund  of 

tax. 

6.  A  list  of  all  equipment  in  which  claimant  will  use 
motor  fuel,  with  a  description  as  to  type  of  make, 
cylinders,  horse -power,  year,  and  model. 

7.  Whether  claimant  supplies  gasoline  to  anyone. 

8.  Whether  claimant  has  a  motor  fuel  retail  dealers* 
license;  if  he  has,  numher  of  license, 

9.  Affidavit. 

If  the  claimant  is  engaged  in  agriculture  he  fills  out 
a  form  with  the  sajne  title  as  the  ahove  hut  with  slightly- 
different  content.  The  "Preliminary  Refund  Questionnaire" 
applicable  to  refunds  for  agricultural  purposes  requires  in 
addition  to  the  general  information  as  ahove  outlined,  the 
numher  of  acres  owned,  rented,  leased,  or  farmed  on  shares, 
total  numher  of  acres  cultivated,  whether  the  gasoline  is 
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used  on  a  general,  dairy,  truck,  or  stock  faim,  and  the  to- 
tal capacity  of  gasoline  storage  tanks. 

In  order  to  secure  the  refund,  the  claimant  must  com- 
plete a  second  form,  on  which  the  following  information  is 
required: 

1.  Name,  address,  and  code  number  of  claimant. 

2.  Statement  of  total  number  of  gallons  purchased  each 
day  of  the  month,  with  receipted  invoices  attach- 
ed. 

3.  Number  of  gallons  on  which  no  refund  is  claimed, 
and  number  on  which  refund  is  claimed. 

k.   Use  of  motor  fuel  on  which  refund  is  claimed. 
5.  Affidavit. 


ADMINISTRATIVE  DIFPICULTliS 

The  problems  of  administration  discussed  in  this  sec- 
tion, although  they  may  not  he  confined  to  the  gasoline  t€uc 
in  every  case,  are  extremely  iii5>ortant  to  the  gasoline  t€uc 
administrator  in  view  of  the  fact  that  the  administration 
of  refunds  and  exenrptions  is  such  a  large  part  of  his  work 
and  so  iiiQ)ortant  to  the  state  financially. 

The  primary  problem  confronting  the  gasoline  tax  ad- 
ministrator in  administering  refunds  and  exemptions  is  to 
determine  the  accuracy  of  the  information  contained  in  the 
claim  for  refund  or  exemption.  Collusion  between  user  and 
seller  is  sometimes  evidenced  by  the  fact  that  the  amount 
of  gasoline  en  which  refund  is  claimed  exceeds  the  amount 
actually  used  in  a  non-taxable  activity.  The  distributor 
may  also  obligingly  change  the  date  on  the  refund  claim  to 
do  his  customer  a  favor  and  enable  him  to  get  an  illegal 
refund  on  gasoline  tcuces  paid,  or  the  customer  himself  may 
falsify  the  claim.  In  this  connection,  a  Montana  regula- 
tion issued  March  25,  1939>  is  pertinent.  Under  this  regu- 
lation, refund  claims  must  be  accompanied  by  the  top  copy 
of  the  original  invoice,  and  the  invoice  is  void  if  there 
are  any  corrections  or  erasures. 

In  a  letter  to  licensed  distributors  of  motor  fuel, 
calling  the  attention  of  the  distributors  to  the  necessity 
of  complying  with  the  gasoline  tax  rules  and  regulations, 
one  state  gasoline  tax  department  says:^ 
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In  a  large  number  of  Instances  we  have  found  the  following  practices 
"being  resorted  to  hy  employes,  agents,  and  dealers  of  licensed  dis- 
trihutors:  (l)  Alteration  of  dates  on  the  original  sales  slips  or 
invoices  that  axe  over  six  months  old  in  order  to  make  them  appear 
to  "be  within  the  six  months  period  of  limitation  provided  "by  law 
for  the  filing  of  claims.  (2)  Alteration  of  original  gallonage  fig- 
ure on  ticket  in  order  to  increase  for  the  purpose  of  assisting  the 
claimant  in  securing  a  refund  of  a  greater  amount  of  tax  than  he 
would  have  "been  entitled  to . . . 

Another  administrative  difficulty  growing  out  of  the 
method  of  collecting  the  gasoline  tax  from  the  distrihutor 
or  dealer  is  that  connected  with  assessment  of  the  tax 
against  one  person  while  the  gasoline  is  used  in  an  exenrpt 
activity  and  the  tax  refunded  to  euiother  person.  It  may  at 
first  appear  that  the  posslhility  of  a  douhle  check  is  af- 
forded hy  comparing  the  refund  claim  as  against  the  report 
of  the  distrihutor  to  determine  the  accuracy  of  the  claim. 
In  practice,  however,  it  has  sometimes  heen  found  that  col- 
lusion "between  the  distributor  or  dealer  ajid  the  person 
filing  the  refund  claim  is  so  easily  effected  as  to  invali- 
date this  theoretical  douhle  check. 

Closely  linked  with  the  question  of  collusion  "between 
taxpayer  and  vendor  are  two  other  prohlems:  (l)  control 
and  education  of  the  notary  public  and  (2)  more  rigid  con- 
trol over  the  distribution  of  refund  claim  blanks.  The  pri- 
mary difficulty  involved  in  the  first  problem  is  that  the 
notary  is  in  almost  all  cases  so  intimately  associated  with 
either  the  person  selling  the  gasoline  or  the  person  filing 
the  refund  claim, that  the  notary's  seal  is  merely  a  "rubber 
stamping  process."  In  this  case  the  notary's  seal  need  not 
be  required  at  all.  Here  is  the  problem  as  it  is  seen  by  a 
tax  administrator  of  one  state  A^ 

In  our  state  (Indiana)  a  number  of  tcuik  waigon  drivers  have  become 
Notary  Publics  and  in  soliciting  new  business  they  offer  their  ser- 
vice in  assisting  their  prospects  to  secure  the  refund  of  the  tax. 
After  the  business  is  secured  the  salesman  merely  has  his  own  cus- 
tomer sign  a  number  of  applications  in  blank.  Maybe  he  will  ask  a 
few  general  questions  such  as:  nuaiber  of  acres  owned  €uid  operated 
by  the  purchaser  and  also  the  number  of  tractors,  automobiles,  and 
trucks.  With  this  information,  he  will  take  the  blank  back  to  his 
office  and  complete  the  application  for  the  farmer.  In  a  number  of 
instances  no  deduction  was  made  for  gasoline  poured  into  the  tank 
of  an  automobile  and  truck  owned  by  his  customer. 
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This  official  suggests  that  individuals  who  deliberate- 
ly violate  the  motor  fuel  tax  law  should  be  prosecuted,  and 
that  two  or  three  prosecutions  in  every  county,  attended 
with  publicity,  would  eliminate  some  of  the  difficulties 
involved.  It  has  been  suggested  that  this  difficulty  might 
be  remedied  in  part  by  a  requirement  that  the  notary  vouch- 
ing for  the  authenticity  of  the  contents  of  the  refund  claim 
must  not  in  cmy  way  be  connected  with  the  oil  industry  or 
any  of  its  prepresentatives,  nor  with  the  person  buying  the 
gasoline  or  his  agents  or  employes.  This  requirement,  it  la 
pointed  out,would  at  least  remove  by  one  degree  the  facili- 
ty with  which  incorrect  information  can  be  entered  on  re- 
fund claims.  It  is  reported  that  some  states  are  preparing 
to  institute  this  practice.  On  the  other  hand,  some  offi- 
cials feel  that  the  administrator  need  not  place  such  stress 
on  the  activity  of  the  notary,  because  the  notary's  func- 
tion is  merely  to  certify  to  the  fact  that  the  claimant 
signed  the  refund  claim  in  his  presence  and  that  the  claim- 
ant certifies  to  the  correctness  of  the  claim  itself .^^  It 
is  merely  a  procedure  that  subjects  the  claimant  to  certain 
criminal  liability  in  the  event  he  swears  falsely  before 
the  notary  public,  and  therefore  the  administrator  should 
concentrate  his  efforts  on  the  accurapy  of  the  statements 
made  in  the  refund  claim  fiuid  its  supporting  documents. 

In  Bhode  Island  a  recent  amendment  to  the  gasoline  tax 
act  accomplishes  the  same  result  as  the  notary's  stan?).^^ 
In  place  of  the  oath  the  statute  provides  that  the  distri- 
butors' reports  and  refund  claims  may  contain  a  written  dec- 
laration that  it  is  made  under  the  penalties  of  perjury 
and  whoever  signs  such  reports  shall, if  such  report  be  wil- 
fully false,  be  guilty  of  perjury. 

The  second  problem,  that  of  controlling  the  distribu- 
tion of  refund  application  blanks,  requires  some  elabora- 
tion since  it  has  not  been  given  sufficient  attention  by 
persons  interested  in  the  problem  of  equitable  administra- 
tion of  refunds.  At  the  present  time,  refund  application 
blanks  are  available  from  distributors,  wholesalers,  im- 
porters, and  numerous  others.  An  individual  desiring  to 
apply  for  refund  on  gasoline  used  in  non -highway  activities 
finds  it  necessary  only  to  ask  the  person  with  whom  he  is 
dealing  and  the  blank  is  furnished  him.  The  ease  with  which 
he  gets  the  blank  makes  him  feel  that  the  whole  operation 
of  getting  the  refund  follows  similar  lines,  and  that  one 
need  not  fear  violating  the  law  by  claiming  more  than  should 
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"be  legally  claimed.  It  is  this  fact  that  encourages  false 
statements  and  incorrectly  signed  affidavits  and  collusion 
"between  vendors  and  users  of  gasoline.  The  remedy  is  not 
difficult. 

If  the  state  centralizes  the  distribution  of  applica- 
tion hlanks  in  the  office  of  the  tax  administrator  and  com- 
pels the  applicant  to  request  the  hlanks  in  writing  each 
time  he  needs  them,  it  will  he  found  that  the  person  re- 
quiring the  hlanks  will  hesitate,  in  the  first  place,  to 
ask  refunds  for  non -exempt  uses  or  for  more  gasoline  than 
was  used  in  exempt  purposes,  and  in  the  second  place,  to 
forge  names  or  to  alter  dates. 

Closely  allied  with  the  prohlems  that  arise  from  the 
ease  with  which  refund  applications  can  he  secured  is  the 
prohlem  of  accounting  for  all  refund  application  tickets 
after  they  have  heen  distrihuted  hy  the  state  to  the  var- 
ious taxpayers.  It  has  heen  pointed  out  that  issuance  of 
additional  sales  tickets  upon  representation  hy  claimant 
that  originals  were  lost,  when,  in  fact,  this  may  not  have 
heen  the  case,  is  a  large  source  of  illegal  refunds. -^^  An- 
other official  reports  that  tank  wagon  salesmen  have  de- 
stroyed invoices  that  were  too  old  and  then  took  the  liher- 
ty  of  making  up  new  tickets  dated  within  the  filing  peri- 
od. 17  This  practice,  he  says,  should  he  controlled  hy  the 
industry  hy  assigning  each  invoice  hook  to  a  particular 
agent  who  in  turn  should  he  required  to  account  for  each 
ticket.  He  further  says  that  the  only  way  to  handle  nota- 
ries puhlic  who  violate  the  law  governing  their  comBilssions 
is  hy  prosecution  and  withdrawing  their  commissions.  It  is 
alBO  found  that  dealers  are  issuing  duplicate  invoices  which 
do  not  conform  to  the  original  ticket. 

At  this  stage,  one  may  well  ask,  "Cannot  these  illegal 
practices  he  halted  hy  auditing  of  records?"  If  tax  admin- 
istrators had  sufficient  funds  and  employes,  these  diffi- 
culties could  without  a  douht  he  eliminated  to  a  large  ex- 
tent. However,  working  within  narrowly  limited  hudgets,  the 
administrator  generally  finds  it  impossihle  to  audit  every 
claim  for  tax  refunds  hut  instead  must  resort  to  some  de- 
vice of  sampling  hy  statistical  methods  the  claims  filed 
and  auditing  only  the  samples  selected.  Wide  puhlicity  gi- 
ven to  the  audits  heing  made  would  greatly  aid  the  adminis- 
trator in  securing  the  cooperation  of  the  taxpayer. 
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As  a  substitute  for  the  sampling  technique, it  has  heen 
suggested  that  quotas  for  the  purchase  of  tax-exempt  gaso- 
line he  estahlished.l^  The  quota  would  he  estahlished  on 
the  hasis  of  equipment  used,  acres  cultivated,  or  any  other 
similar  criteria.  Quotas  will  necessarily  he  tentative  un- 
til experience  with  the  quotas  first  estahlished  will  enahle 
the  administrator  to  estahlish  more  accurate  ones.  It  has 
also  heen  suggested,  the  report  points  out,  that  gasoline 
in  excess  of  the  quota  would  not  necessarily  he  disallowed, 
although  the  purchaser  would  he  required  to  produce  addi- 
tional evidence  that  the  quota  was  too  low  or  that  special 
circumstances  Justified  exceeding  the  quota.  At  least  one 
state  has  recently  heen  attempting  to  estahlish  a  quota  sys- 
tem, hased  on  the  claimant's  estimate  of  gasoline  used  in 
non-taxahle  purposes  as  contained  in  the  preliminary  ques- 
tionnaire he  is  required  to  fill  out.-*-^  Such  quotas  are 
difficult  to  estahlish, especially  in  the  case  of  industries 
where  use  of  motor  fuels  is  dependent  in  part  on  weather 
conditions,  such  as  fe^nlng,  contracting,  and  hus  and  air- 
plane operations. 

The  Importance  of  developing  procedures  for  checking 
refund  and  exemption  claims  may  he  demonstrated  hy  the  high 
proportion  of  claims  paid  to  claims  filed,  as  shown  in  Tahle 
3.26 


INTERSTATE  SHIPMENTS 

In  dealing  with  the  prohlem  of  interstate  shipments 
and  refunds  on  or  exemption  from  tax  payment,  the  states 
have  found  it  useful  to  utilize  administrative  forms  and 
reports  similar  in  nature  to  those  discussed  ahove.  The 
main  administrative  difficulty  involved  in  the  interstate 
shipment  prohlem  is  to  check  up  on  the  validity  of  t€ucpay- 
ers*  statements  that  gasoline  shipments  have  heen  made  to 
other  states.  A  distrihutor  may  claim  refund  of  taxes  on 
gasoline  that  he  asserts  has  heen  shipped  to  purchasers  in 
other  states,  and  if  the  state  which  would  have  to  pay  the 
refund  does  not  have  some  method  of  receiving  corrohoration 
from  the  state  into  which  the  shipment  was  to  have  heen  made, 
then  it  would  either  have  to  go  to  the  expense  of  insuring 
that  the  shipment  was  actually  made  hy  investigating  through 
its  own  auditors  or  field  men,  or  else  merely  grant  all  re- 
funds claimed.  It  should  he  ohvious  that  hy  cooperating 
with  other  states  in  furnishing  information  on  shipments  of 
gasoline  made  or  received,  any  single  state  can  reduce  the 
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cost  of  checking  upon  these  shipments  and  also  eliminate 
many  illegal  refunds. 

A  regular  procedure  of  reporting  interstate  shipments 
of  gasoline  has  "been  developed  in  the  15  Northeastern  states . 
These  states  use  a  uniform  system  of  reporting  which  may  "be 
described  as  follows:  The  refiner  or  distributor  in  state 
A  reports  on  the  uniform  report  "blank  that  he  is  selling 
gasoline  to  a  company  in  state  B.  The  seller  is  neverthe- 
less charged  with  the  tax  "by  state  A  and  will  receive  no 
credit  or  deduction  or  refund  for  the  export  unless  the  fol- 
lowing steps  are  taken: 

1.  Seller  fills  out  the  state  A  export  form  in  dupli- 
cate and  sends  "both  copies  to  the  gasoline  tax  of- 
fice the  day  on  which  the  sale  is  made. 

2.  State  A  sends  one  copy  of  this  export  report  to 
state  B*s  gasoline  tax  office. 

3.  Buyer  fills  out  the  state  B  import  form  in  dupli- 
cate and  sends  it  to  state  B*s  gasoline  tax  office 
within  2k   hours. 

k.   State  B  sends  a  copy  of  the  import  form  to  state  A. 

5.  State  A  and  state  B  compare  their  copies  of  "both 
the  import  and  export  returns  and  find  that  they 
natch. 

6.  State  B  reports  to  state  A  that  the  cargo,  as  de- 
scribed in  the  report,  has  entered  the  state. 

In  several  states  the  claimant  who  applies  for  a  refund 
of  the  tax  on  fuels  exported  from  the  state  must  suhmlji,  in 
addition  to  his  regular  receipted  invoices  showing  payment 
of  the  state  tax,  a  receipt  from  the  importing  state  indi- 
cating the  payment  of  the  tax  to  that  state. ^1  The  import 
report  must  match  the  export  report  before  refund  of  tax  is 
granted.  If  the  fuel  is  to  he  exported  from  the  country, in 
New  Jersey  a  certified  copy  of  the  hill  of  lading  is  accept- 
ed as  proof  of  export.  In  the  case  of  those  fuels  which  are 
taxable  in  New  Jersey,  but  are  not  taxable  in  the  state  to 
which  they  are  exported,  the  refund  claim  must  be  support- 
ed by  a  certified  copy  of  the  bill  of  lading. 

The  federal  government  is  also  doing  its  share  in  aid- 
ing the  interstate  clearance  of  information  among  state  ad- 
ministrators for  the  purpose  of  eliminating  illegal  refunds 
or  exemptions.  Arrangements  have  been  worked  out  whereby 
the  administrators  in  the  Northeastern  states  receive  not 
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only  their  own  reciprocal  reports  but  also  reports  from  the 
Department  of  the  Interior  known  as  OCR  reports,  which  show 
the  detail  of  every  movement  of  motor  fuel  or  oil  cajrried 
from  the  producing  state  by  ship  to  any  other  state,  and 
enable  the  gasoline  tax  administrator  to  check  on  refund 
claims  for  gasoline  that  is  supposed  to  have  been  shipped 
to  other  states. 


BARGE  SHIPMENT  PROBLEM 

The  lack  of  a  we  11 -developed  interstate  gasoline  tax 
reporting  system  among  the  states  bordering  on  the  Missis- 
sippi River  has  created  a  large  evasion  problem  for  the  ad- 
ministrators of  those  states  in  the  form  of  barge  shipments. 

A  suggested  solution  to  the  barge  shipment  problem  is 
that  the  gasoline  tax  be  applied  to  the  shipment  even  though 
it  is  going  to  enter  into  interstate  commerce.  Refund  on 
such  a  shipment  would  then  be  made  when  the  shipping  dis- 
tributor furnishes  evidence  that  the  gasoline  has  actually 
been  shipped  out  of  the  state. ^^  jf  the  distributor  is  not 
able  to  show  what  distribution  is  made  of  the  motor  fuel, 
the  state  charges  him  with  the  tax.  In  the  event  that  the 
distributor  proves  out-of-state  shipment,  it  would  then  be 
possible  to  notify  the  state  of  destination,  which  could 
then  apply  its  gasoline  tax,  providing  its  gasoline  tax  law 
is  applicable. 

Some  degree  of  interstate  gasoline  reporting  among  the 
states  along  the  Mississippi  River  does  exist  at  the  pre- 
sent time, but  it  is  not  developed  to  the  same  degree  as  the 
system  in  use  among  the  Northeastern  states.  Tennessee  re- 
ports that  it  receives  a  monthly  statement  from  Illinois 
listing  the  barge  and  tank  car  movements  into  Tennessee  from 
Illinois,  and  that  Mississippi  has  furnished  very  helpful 
information.^^  The  Tennessee  barge  problem  is  a  rather 
large  one  in  view  of  the  fact  that  about  60^  of  the  total 
shipments  of  gasoline  into  the  state  are  by  barge.  Over 
150,000,000  gallons  of  gasoline  enter  Tennessee  each  year 
by  barge,  mostly  from  Louisiana  and  Illinois. 

Interstate  reporting  of  barge  shipments  as  an  aid  in 
solving  the  problem  is  also  suggested  by  another  adminis- 
trator, who  adds  that  normal  field  audit  and  investigation 
procedure  is  useful  in  testing  the  accuracy  of  reports  by 
the  distributors. 2^   An  elaborate  system  of  permanent  in- 
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spectors  to  check  every  "in"  and  "out"  movement  is  not  nec- 
essary, as  periodic  checking  and  occasional  investigation 
of  movements  of  gasoline  shipments  on  the  waterway  will 
prohahly  establish  the  honesty  of  distributors.  In  New  Jer- 
sey, a  cruising  speedhoat  is  used  in  checking  "barges  and 
tcmkers  for  gasoline  movements.  This  "boat  is  furnished  with 
complete  inventory  equiimient  to  test  the  veracity  of  the 
reports  submitted  hy  the  haulers.  Since  the  power  to  in- 
spect and  seeirch  on  the  waterways  is  reserved  to  federal 
officials,  the  state  officials  have  "been  deputized  "by  the 
federal  government  to  exercise  this  power. 

SUMMARY  AND  CONCLUSIONS 

In  view  of  the  administrative  problems  involved,  some 
gasoline  tax  officials  have  raised  the  question  of  the  ad- 
visability of  the  complete  elimination  of  refunds  and  ex- 
emptions. ^5  The  argument  for  eliminating  refunds  and  ex- 
emptions is  supported  by  the  fact  that  a  large  amount  of 
gasoline  teoL  revenues  is  already  being  used  for  non -highway 
purposes.  Proceeds  from  the  gasoline  tax  would  flow  into 
the  general  fund,  and  expenditures  on  roads  would  be  made 
from  general  revenues.  According  to  this  view,  highway  ex- 
penditures in  all  probability  would  not  suffer,  and  the 
states  woiild  then  be  recognizing  what  is  already  a  fact. 

The  gasoline  tax  was  originally  enacted  as  a  benefit 
tax  upon  the  road  user.  As  a  matter  of  fact,  however,  gaso- 
line tax  revenues  in  recent  years  have  been  increasingly 
diverted  from  highway  to  other  purposes,  especially  relief. 
The  statistics  on  diversion  show  that  the  amount  diverted 
has  increased  from  $5,297,000  in  192?  to  $130,918,000  in 
1937,  an  increase  from  2^^  to  17^  of  total  gasoline  taxes 
collected.2o  The  figure  dropped  to  $121,U8,000,  or  l6^, 
in  1938.  Expenditures  of  gasoline  tax  receipts  for  non- 
highway  purposes  in  1938  amounted  to  more  than  55^  of  gaso- 
line tax  receipts  during  the  year  in  two  states, 27  while 
from  15^  to  43^  of  total  gasoline  tcuc  receipts  was  expend- 
ed for  non-highway  purposes  in  nine  additional  states. 2" 

Nevertheless,  the  attitude  remains  predominant  that 
the  gasoline  tax  is  still  legally  imposed  as  a  benefit  charge 
for  the  use  of  the  roads,  and  that  even  though  the  tax  is 
no  longer  strictly  a  road  tax,  it  would  be  imfair  for  per- 
sons purchasing  gasoline  for  non-highway  purposes  to  pay 
the  tax. 
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In  review,  the  following  facts  are  significant.  More 
than  55t  of  gasoline  tax  collections  in  1938  was  refunded, 
and  nearly  IO56  of  gasoline  gallonage  sold  was  subject  to 
either  refund  or  exemption.  Development  of  reports  that 
will  serve  the  administrator  in  checking  up  on  the  accuracy 
of  claims,  control  of  refund  application  blanks,  elimina- 
tion of  collusion,  use  of  sampling  techniques  and  auditing 
devices,  determination  of  exempt  sales  on  federal  reserva- 
tions, and  control  of  barge  and  interstate  shipments,  are 
the  major  administrative  problems  which  require  increasing 
attention  in  order  to  prevent  refunds  and  exemptions  from 
absorbing  too  large  a  fraction  of  gasoline  tax  revenues  and 
too  great  an  amount  of  administrative  effort  on  the  part 
of  gasoline  tax  officials. 


NOTES 

^Arthur  Pugh,  Chief  Accountant,  Wisconsin  Treasury  Depart- 
ment, in  Re-port  of  the  Twelfth  Annual  North  American  Gaso- 
line Tax  Conference  (1937)^  P-  ^1- 
p 
See  page  25,  Table  1. 

'see  pages  25  and  26,  Tables  1  and  2. 

T^ble  1,  from  which  these  figures  are  taken.  Indicates  no 
refunds  or  exemptions  in  I938  in  two  states  (Alabama  and 
Kentucky) .  In  this  connection  it  should  be  noted  that  all 
states  must  exempt  from  taxation  or  refund  taxes  paid  on 
certain  types  of  sales, such  as  sales  to  the  federal  govern- 
ment, whether  or  not  the  gasoline  tax  law  specifically  pro- 
vides for  such  exemption. 

^Se9  page  27,  Table  3. 

See  page  28,  Table  k. 

'^See  page  29,  Table  5. 


'or  a  more  complete  description  of  refund  administration 
In  Mississippi  see  the  article  by  Howard  I^er,  Motor  Ye- 
hide  Commissioner  of  Mississippi,  on  "Refunds  of  Gasoline 
%.x  for  Non-Hlgihway  Uses,"  North  American  Gasoline  Tax  Con- 
ference Bulletin,  July,  1939,   p.  h. 

federal  OvmershJ-p  of  Real  Estate  and  Its  Bearing  on  State 
and  Local  [faxation:  76th  Congress,  1st  Se33lon;House  Docu- 
ment  No.  111. 

■^^Utah  Motor  Fuel  Tax  Regulation  No.  6,  November  10,  1939- 
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C.  F.  Joyner,  Jr.,  Assistant  Director,  Virginia  Division 
of  Motor  Vehicles.  Letter  dated  November  20,  1939. 

12 

Illinois  Motor  Fuel  Tai  and  Oil  Inspection  Divisions,  Re- 
fund Claim  Bulletin,  Issued  November  28,  1938. 

13 

Howard  L.  Rhea,  Director  of  the  Refund  Division,  Indiana 

Motor  Vehicle  Fuel  Tax  Department,  quoted  In  the  North 

American  Gasoline  Tax  Conference  Bulletin.  March,  1939. 

For  Example,  C.  S.  Holmberg,  Supervisor,  Motor  Fuel  and 

Oil  Inspection  Divisions,  Illinois  Department  of  Finance, 

and  President  of  the  North  American  Gasoline  Tax  Conference, 

In  a  letter  to  the  Federation  of  Tax  Administrators  dated 

November  10,  1939. 

15 
^Rhode  Island  Laws  of  1939,  H.  B.  No.  888. 

C.  S.  Holmberg. 

17 

Howard  L.  Rhea. 

Aiansas  Legislative  Council,  Research  Department,  Gasoline 
Tax  Exemptions  In  Kansas,  Publication  No.  53. 

19 

John  M.  Rogers,  Jr.,  Supervisor  of  Refunds,  New  Jersey 

Division  of  Motor  Fuels,  letter  to  the  Federation  of  Tslt 

Administrators,  dated  November  22,  1939. 

20 

See  page  27. 
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E.  H.  Eakle,  Director,  Division  of  Research  and  Statis- 
tics, Tennessee  Department  of  Finance  and  Taxation. 

2k 

Joseph  L.  Mclaughlin,  Director,  New  Jersey  Division  of 

Motor  Fuels. 

25 
^C.  F.  Joyner,  Jr.  (Virginia),  H.  P.  Leatham  (Utah),  and 

W.  D.  Atkinson  (Nevada)  have  raised  this  question  in  their 

correspondence  with  the  Federation  of  Tax  Administrators. 

26 
See  page  30,  Table  6. 
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New  York  and  Hhode  Island. 


Florida,  Georgia,  Illinois,  Louisiana,  New  Jersey,  Ohio, 
Pennsylyanla,  Tennessee,  and  Texas. 
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aJMEOiENT  TMLE.                                                                                                                             SETMATE  LAN. 

1/    NO  0«WMES  IN  TAX  NATES  ICMRTED  OMINB  193C.                                                              ■/    THREE  OENTS  NR  8ALL0M  ICWNOEO  ON  NOtMISMMV  USES. 

3/    EXPORT  SAL£S  AND  OT>CM  AtOMTS  NOT  NEnCKNTINB  OOMUM>.                                        J/    ONE  OENT  KR  MLLON  HEfWBCD  ON  MOTOR  RKL  USED  IN  VIMIOUS 
TION  TN  STATE  »««C  SEEN  aiMINATEO  AS  FM  AS  FOSSIIU.     IN  OASES                                 LIOEMEO  TO  OFSRATE  CXOUiSIVELr  IN  CITIES. 

(HERE  STATES  niLCD  TO  ROORT  MOUNTS  EOirTEO  nVM  TAXATION.  TMi                                       10/    ONE  AND  QNeOtlLF  CENTS  KR  MLUM  NERMOED  CM  MOTOR  ruB.  USD 
■ROSS  MOUNT  TAXED  IS  WOW  IN  THIS  OOLUMI.                                                                           IN  iKlXSTATE  AVIATION. 

kj     INCUXCS  AUOWNOES  ffOR  EVATCRATION  AND  OTHER  LOSSES,                                             1/     FIVE  OENTS  MR  OMUON  (CKNOCD  ON  N0M4ICHWV  USES. 
FEOElA.  US,  OTHER  FtMLIC  USE.  AW  NOWIOMMY  USE.  WERE  INITIAL                                             /    OIEKL  OIL  TAXED  AT  ]|  OBITS  FCR  WLLM. 
EXOTTIONS  RATHER  TMW  REWMtS  ARE  MUX.                                                                                       T  /    AMOUNTS  CI>«M  00  MOT  INOUMS  tt.lto.000  Qf^lDNS  OF  LI«MO 

9/    VITHIH  300  KET  OF  SCROER.  TAX  IS  NEDUCD  TO  THAT  OF  AOklA.                            ML    ICROSINE.  ML  OIL.  ETC.)  TAXED  AT  1  CENT  KR  MUON  WT  NOT 
CENT  IVaTE.     6ALUMS  TAXED  AT  2  CENTS.  3.7S7.000t  AT  %  CENTS.                                        SUtlECT  TO  THE  J-OENT  TAX  ON  MOTOR-VWICU  MB.. 
1S.(rt.OOO.                                                                                                                                                        lis/     nUR  CENTS  KR  QALLON  NEWNOEB  ON  MOTOR  fUO.  USED  IN  AVUTMH. 

^    MOTOR  MEL  USED  IN  AVIATION.                                                                                                   Qf     HEIOHTED  AMNAOE  RATE. 
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TWDle  5 
NUMBER  OF  C5ASQLINE  TAX  EEFUKD  CLAIMS  FILED  AND  PAH)  -  I938 


State 


e 


Alabama 

Arlzoiia 

Arkansas  . 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas" 

Kentucky 

Louisiana 

Maine 

Maryland. 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Netraeka 

Nevada 

New  Bfunpshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Hhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texaa^ 

ITtah 

VennDnt 

Virginia 

Washington 

West  Virginia 

Wisconsin  • 

Wyoming 

District  of  Coluaibla 


Total  Number  of 
Separate  Claims  Filed 


None 
a 
None 
81,716 
73,910 
9,105 
a 
None 
None  . 
25,000°- 
152,876 

a 
289,86if 
900,000°- 
None 
None 
11,385 
68,328 

29,357 
123,668 
266,172 

12,462 

43,368 

a 
a 

7,165 
60,670 
20,580 
72,349 
16,728 

69,607 
171,101 

183,191 

39,579 

158 

3,160 
a 
60,422 
368 
189,360 
None 
Nona  - 

75,000^ 

a 
4,982 

a 
42 


Total  Number 
of  Claims  Paid 
None 
a 
None 
81,761 
73,645 
9,094 
7,174 
None 
None 

24,399 
146,100 
190,282 
287,188 
900,000°- 

None 

None 

11,273 
68,328 

29,171 
122,706 
265,600 
11,983 
52,387 
40,092 

723 

2,759 

7,143 

59,562 

20,580 

71,914 

16,131 

66>154 

170,069 

183,191 

38,282 

67 
3,149 
a 
51,804 
368 
187,530 
None 
None 
56,143 
64,050 
4,982 
185,590 
42 

865 


Source:  Replies  to  questionnaire. 

a.  Information  not  availahle. 

b.  Figures  include  activities  of  hoth  the  Board  of  Equalization,  Motor 
Fuel  Tax  Division,  which  levies  and  assesses  gasoline  taxes,  and  the 
State  Controller,  who  administers  refunds. 

c.  Figures  are  for  year  ending  June  30,  1938. 

d.  Approximate. 

e.  Figures  are  for  year  ending  May  31,  I938, 

f .  Figures  are  for  yeeu:  ending  August  31,  I938. 

e.  Year  ending  May  31,  1938.  KEinsas  does  not  have  refund  system,  hut 
employes  exemptions  solely,  included  here  for  comparative  purposes. 

f .  Year  ending  August  31,  I938. 
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Table  k 
NUMBER  OF  EMFLO£ES  AKD  ASSUAL   COSTS  OF  ADMINISTRATIQN  OF  GASQLIBE  TAX 


AND  REFUND  UNITS  -  1< 

?38 

Average  Number  In 

Cost  of  AdmlnlJ 
Gasoline  Division 

aterlng 

State       Gasoline  Division 

Refund  Work 

Refunds 

Alabama 

18  to  20 

None 

$  81,011 

None 

Arizona 

a 

a 

a 

a 

Arkansas  . 

1? 

None 

a 

None 

Onllfomla 

'^        r 

22    c 

161,035 

$48,490 

Colorado 

8  &  8  P.T. 

lU  &  8  P.T.° 

35,  MW 

44,031 

Connecticut 

22 

6 

40,690 

11,580 

Delaware^ 

6 

5 

11,486 

5,700' 

Florida 

6 

None 

20,000 

None 

Georgia 

15 

None 

^7,500° 

None 

Idaho 

3 

k 

7,000^ 

8,000* 

Illlnol| 
Indiana 

57 
37 

15 
2l» 

192,500 

78,y/o 

f 

a 

Iowa 

26 

13 

90,000 

36,000 

Kansas® 

163 

3h 

350,000' 

75,000* 

Eentuclty 

1 

None 

18,800' 

None 

Louisiana 

28    C 

None 

87,000 

None 

Maine 

5  &  2  P.T. 

1  &  2  P.T.° 

16,687 

2,500* 

Msiryland 

10 

6 

28,384 

15,568 

Massachusetts 

5 

3    0 

10,05^ 

f 

Michigan 

90    c 

27  &  27  P.T  ° 
26  &  6  P.T.° 

a 

a 

Minnesota 

33  &  13  P.T.° 

136,158 

62,521 

Mississippi 

a 

a 

110,132 

72,378 

Missouri 

22 

% 

64,055. 
5,^0*^ 

5,7^2 

Montana 

7 

3 

6,800° 

Nebraska 

27 

I 

100,000^ 

1,200 

Nevada 

2 

.5 

3,750® 

a 

Nov  Hampshire 

1 

2 

2,99^ 

5'?2^ 

New  Jersey 

91 

29 

248,165 

5^'?JfS 

New  Mexico 

25 

8 

7^,353 

9,U66'' 

New  York 

42 

as 

107,112 

f      . 

North  Carolina 

9 

f 

23,^ 

9,396* 

North  Dakota 

a 

5 

a 

10,000* 

Gblo 

g^ 

30 

206,335. 
7'*,027'' 

67,935 

Oklahcana 

aB 

a 

Oregoa 

15 

^°  c 

38,305 

25,918^ 

Pennsylvania 

110 

5  P.T.° 

a 

1,500* 

Rhode  Island 

8 

3 

14, 060 

2,100* 

South  Carolina 

a 

A 

a 

a 

South  Dakota 

7 

7 

?P,6lO 

11,247 

Tennessee 

k 

a 

11,969 

f 

Texafli 

120 

22 

440,477 

75,019 

Utah 

3   - 

None 

11^,252^ 

None 

Vennont 

2  P.T." 

None 

3,000 

None 

Virginia 

15 

5 

25,000 

a 

Washington 

9 

7 

22,000^ 

26,030 

West  Virginia 

k 

2 

11,993^ 

.*   e 

Wisconsin 

11 

18 

3^,000* 

36,000* 

\<y caning 

3 

None 

13,868 

a 

Dlst.  of  Columbia     a 

? 

a 

a 

Source:  Iteplles  to  questionnaire  and  state  reports. 

a.  Information  not  available. 

b.  Figures  Include  both  the  Motor  Vehicle  Fuel  Tax  Division  and  an  ap- 
propriate portion  of  the  State  Controller's  office. 

c.  "P.T."  refers  to  pArt-tlme  employes. 

d.  Year  ending  June  30,  1938. 

e.  Approximate. 

f .  Included  In  previous  column. 

g.  Kansas  employs  exeiiiptlons  solely,  rather  than  refunds. 

h.  Includes  only  salaries;  other  expenses  are  not  allocated  to  cost  of 

administering  refunds. 
1.  Year  ending  August  31,  1938. 

-28- 


k 


\ 


^ 


H 


7 


f 


i 


A 


f 


u 

a> 

p 

xi 

8 

4-1 
Jfi 

K 

(0 

CO 

•d 

-P 

a 

td 

0 

0 

u  m 

-H  -d 


■ee- 


O  O  CVl  ON^  - .  ^-, 
O  O  IfN  t^O  H  CVJ 
ITv  O  CU  fOv  CVJ  00  VO 

•^      a^      ««      a^      •«      •%      as 

h- ITN  KN  rH  CVJ  CVJ  VO 


d  td  n 


fl-w- 


§ 


OQ 

u 
o 
■p 
o 

g 

O  O  08 


■p 
o 

g 

-p 

3 


-d 

g 


g 

•H 

13 


Q) 


O  O  Cvl  O  ITvOQ  jr\ 
CVJ  HvO  t--lf\COOO 


.  .  K^cvJ  t- 


cg 


cvi 


CVJ 

-4- 


O        <X)  ^  CO  ITv  OnCQ  t*- 

o      3^-K^r^r^Ol^ 


-4-  H  KNVO 
H  O  ro  fO 


8  S 

O  lf\ 

•*  av 

to  OJ 


SrS 


-   CVJ 
-*  CVJ  O 
•*    •»    "^ 

t^CJNH-:* 


O  O  CO  CVJ  OJ  f  K> 

o  o  tc\  cy\  o\  Q\  ic\ 

0\OC0  lACX)  CVl  CVJ 

a*      a»      a^      as      a\      a\      a* 

iH  IfMfMTvVO-^  CVJ 


CVJ 
CVJ 

ai 

H 


O 
O 


■p 

910? 


O  K>H  CU  IfN^  CVJ-4- 

8CJNVO-4-  O  t^OO  H 
VO  h-CN  O  irNC7\-:t 

a\       •»       •»       as       a>       as 


-S!-*©-' 


00  fO  t^-*  t^to-f*"  Q 
CVJ  if\vo  rr\  H  CVJ  S--4- 
c>-      lf^t<^  CVJ  VO 

a»  a, 

CVJ  H-* 


O 

o 

ON 


O 

as 


■W- 


O  -d  9 

CVJ  cy\oo  o  t^cvj 
o  F-vo  »AO  t- 

-4-  OJVO-4-  lAO> 


'"SI 


CVI-^J- 


o 
o 


OCVJHCVJO^CVJtC^CVJ 
OlAOrHvOQOOV- 
OrC\rHh-O00rHff> 

_        asasasv^asasasas 

-plvo  O  t^  H  t—  t^  CTn  CVJ  (  . 
OiHVO  ONOVO  t^ONOsC:- 
E^  r^  i-\  r-i  K\KO  WOO 

a\  as       as  as 

CVJ         iH  CVJ  rH  VO 


0) 


(d 

I 


§ 

H 


(d 


05 
-P 
^    O 
to  m 

•H    (D 

o 


fis^sa 


-29- 


03 

•d  H  ^ 
oJ       -P 

Ss;  S  ^ 


CD 


EH 


CO 


0000 

m   m  ffl   o 
•d  "d  "d  'd 


Q>  ID  (D 

^  h  h 

(□  CQ  CD 

©  ©  © 

»d  "d  'd 

^  ^  ;3 

i-l  H  H 

000 


0) 


o  •d  © 


I* 


ii 


i* 


k- 


t 

i 


Table  6 
DIVERSION  OF  GASOLINE  TAX  REVENUES 


Year 


Amount 
Diverted 


Percentage 
of  Gasoline  Tax 
Collections 


1927 
1928 

1929 
1930 

1931 
1932 

1933 
193i^ 
1935 
1936 

1937 
1938 


5,296,921 

7,860,516 

9,260,562 

13,907,302 

18,081,208 

53,^88,050 
89,630,01^6 
jLll,2i^6,24l 
129,172,000 
130,918,000 
121,1^1^8,000 


2.04 

2.57 
2.114- 
2.81 

3.37 
9.02 

10.32 
15.85 
18.03 
18.90 
17.00 

15.71 


i 

I 


Source:  1927-1937,  Einla  G.  Crawford,  Motor  Fuel  Taxation 
in  the  Ifaited  States,  p.  69;  1938,  camputed  from.  Public 
Roads,  Table  G-3,  1938,  "Disposition  of  State  Motor-Fuel 
Telx  Receipts  -  1938, "  as  revised  November,  1939- 
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Current  developments  in  the  field  of  gasoline  taxation   ^ 
are  reviewed  monthly  in  Tax  Administrators  News,  the  organ 
of  the  Federation  of  Tax  Administrators, 
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